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Abstract 
Simulated the state of market competition by using simulation software with considering the influence of the 
product’s compatibility and product’s CPV, providing reasonable suggestions for manufacturers. 
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1. Introduction 
The rapid development of information technology has accelerated the promotion and application of e-
commerce, bringing precious opportunities to the pricing of network products. It‘s been a new challenge 
for researchers to find a more rational price that can better reflect the needs of customers.  
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2. Literature Review 
Prabakar Kothandaraman, David t. Wilson 1 had constructed a concept model for Value Net, 
considering that providing superior Customer Value is very important for network enterprises to create 
profits, which can be achieved by providing satisfactory products at reasonable price. We should evaluate 
the product value at the point of customer’s perspective2. Customer Perceptive Value is a customer’s 
perceived preference for and evaluation of those product attributes, attribute performances, and 
consequences arising from use that facilitate (or block) achieving the customer’s goals and purposes in 
use situations3. The identification and evaluation of the driving factors for Customer-Perceived-Value 
helps us to find the crucial attributes which impact on customer purchase decisions4. And Conjoint 
Analysis can also be used in measuring product’s CPV which indicates the satisfaction degree of each 
product5. 
In the research on pricing of network products, Anette 6has constructed a pricing model for network 
products with considering network externality, drawing that network product’s value contains the intrinsic 
value and network value. Network product’s quality, profit and its price might be influenced by its 
network externality7. And a multi-episodic pricing model has been built and simulated by using the 
simulation software. Through simulating the state of market competition, it concluded that product 
compatibility, switching costs and network externality are critical factors for manufactures to make 
competitive strategies8.  
The figure number and caption should be typed below the illustration in 9pt and left justified. For 
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3. Pricing Model of Network Products 
All authors must sign the Transfer of Copyright agreement before the article can be published. This 
transfer agreement enables Elsevier to protect the copyrighted material for the authors, but does not 
relinquish the authors' proprietary rights. The copyright transfer covers the exclusive rights to reproduce 
and distribute the article, including reprints, photographic reproductions, microfilm or any other 
reproductions of similar nature and translations. Authors are responsible for obtaining from the copyright 
holder permission to reproduce any figures for which copyright exists. 
3.1 Solution of the pricing model at the same time to enter the market 
We can calculate the equilibrium price and output. 
3
)()1)(2(3
*
1121
2
BA
A
QQsCPVkaa
P
−+∆+−++
=  
)]1)((2[3
)()1)(2(3
*
21
1121
2
−++
−+∆+−++
=
kaa
QQsCPVkaaQ BAA  
3
)]([)1)(2(3
* 11212
BA
B
QQsCPVkaaP −+∆−−++=  
)]1)((2[3
)]([)1)(2(3
*
21
1121
2
−++
−+∆−−++
=
kaa
QQsCPVkaaQ BAB                           (1) 
5412  Wen Zheng et al. / Procedia Engineering 15 (2011) 5410 – 5414
 Wen Zheng, Xia Jin, Shi Zheng, Hu Huang / Procedia Engineering 00 (2011) 000–000 3
3.2 The pricing model of network products by entering the market successively 
We can calculate the equilibrium price and output. 
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4. Simulation Analysis of the Pricing Model of Network Products at the same time to enter the 
market 
4.1.  Compatibility at 0.75 
Fig.1 The graph of the three-dimension at the point of k=0.75, a1=0.1, a2=0.3, ∆ CPV=0 
4.2 Compatibility at 0.5 
Fig. 2 The graph of the three-dimension at the point of k=0.5, a1=0.1, a2=0.3, ∆ CPV=0 
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4.3 Compatibility at 0.25 
Fig. 3 The graph of the three-dimension at the point of k=0.25, a1=0.1, a2=0.3, ∆ CPV=0 
From above, we can learn that manufactures’ equilibrium profits are increasing by product 
compatibility. Because network clients can get more value from the network externality as product 
compatibility.。
Deduction：If a product has the network externality, manufacturers can boost product compatibility to 
increase the value of their products. then it will earn more profit from attracting more people to buy it. 
4.4 4.0−=∆CPV
Fig. 4 The graph of the three-dimension at the point of ∆ CPV=-0.4 k=0.5, a1=0.1, a2=0.3  
4.5. 0=∆CPV
 
Fig. 5 The graph of the three-dimension at the point of ∆ CPV=0，k=0.5, a1=0.1, a2=0.3 
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4.6 4.0=∆CPV
Fig. 6 The graph of the three-dimension at the point of∆ CPV=0.4，k=0.5, a1=0.1, a2=0.3  
From above pictures and the table, we can learn that manufacture A equilibrium profits are 
increasing by product’s CPV∆ . But manufacture B equilibrium profits are decreasing by products’ CPV∆ . 
Network clients tend to purchase high-value products. 
Deduction ： Manufacturers may win the market by providing more good quality products than 
competitors through increasing its products perceived value. And take the advantages of network 
externality to lock more customers. So that it can win long-term competitiveness. 
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